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Summary 

This report describes the history of temporary federal extensions to unemployment benefits from 
1980 to the present. Among these extensions is the Emergency Unemployment Compensation 
(EUC08) program created by P.L. 110-252 and amended by P.L. 110-449. Additionally, 
information is included on economic recessions, changes in unemployment levels compared to 
the same month in the previous year, and the legislative timing of those additional federal 
unemployment benefits during this period. 

This report contains four sections. The first section provides background information on 
unemployment compensation (UC) benefits. It also provides a brief summary of UC benefit 
exhaustion and how exhaustion rates are related to the business cycle. 

The second section provides the definition of a recession as well as the determination process for 
declaring a recession. It also provides information on the timing of all recessions since 1980. 

The third section summarizes the legislative history of federal extensions of unemployment 
benefits. It includes information on the permanently authorized extended benefit (EB ) program as 
well as information on temporary unemployment benefit extensions. It also includes a brief 
discussion on the role of extended unemployment benefits as part of an economic stimulus 
package. 

The fourth section provides a summary of the timing of recessions, the changes in unemployment 
levels compared to the same month in the previous year, the unemployment rate, changes in long- 
term unemployment, changes in the exhaustion of regular UC benefits, and temporary federal 
extended unemployment benefit programs. 

The Appendix contains tables summarizing the legislative history of federal extensions of 
unemployment benefits. 
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Unemployment Compensation 
and Exhaustion of Benefits 

The cornerstone of an unemployed worker’s income support is the joint federal-state 
Unemployment Compensation (UC) 1 program, which may provide income support through the 
payment of UC benefits. The underlying framework of the UC system is contained in the Social 
Security Act. Title 111 of the act authorizes grants to states for the administration of state UC laws, 
Title IX authorizes the various components of the federal Unemployment Trust Fund (UTF), and 
Title XII authorizes advances or loans to insolvent state UC programs. UC is financed by federal 
taxes under the Federal Unemployment Tax Act (FUTA) and by state payroll taxes under the State 
Unemployment Tax Acts (SUTA). 

The federal government funds federal and state UC program administration, the federal share 
(50%) of Extended Benefit (EB) payments, and federal loans to insolvent state UC programs. 
States fund regular state UC benefits and the state share (50%) of EB payments. In FY2008, the 
states received an estimated $2.73 billion from the federal government for the administration of 
their regular UC programs and for the administration of the federal Emergency Unemployment 
Compensation (EUC08) program. In FY2008, states spent an estimated $38.1 billion on regular 
UC benefits and $4. 1 million on EB payments. 



UC Benefits and Duration 

Workers who lose their jobs face serious long-term economic implications. In general, they face a 
substantially reduced probability of full-time employment and an increased probability of part- 
time employment. Those workers who find new full-time employment on average experience 
significantly decreased earnings relative to what they earned before they lost employment. The 
UC program pays benefits to workers in covered employment who become involuntarily 
unemployed for economic reasons and meet state-established eligibility rules. The UC program 
generally does not provide UC benefits to the self-employed, to those who are unable to work, or 
to those who do not have a recent earnings history. States usually disqualify claimants who lost 
their jobs because of inability to work or unavailability for work, who voluntarily quit without 
good cause, who were discharged for job-related misconduct, or who refused suitable work 
without good cause." 

This temporary unemployment insurance benefit is designed to be sufficient to meet an 
unemployed worker’s basic obligations until the worker finds a new position. Generally, benefits 
are based on wages for covered work over a 12-month period. The entitlement formula varies by 
state, typically requiring a substantial work history and replacing approximately 50%-80% of 



1 For more information on UC, see CRS Report RS22538, Unemployment Compensation: The Cornerstone of Income 
Support for Unemployed Workers, by Julie M. Whittaker, and CRS Report RL33362, Unemployment Insurance: 
Available Unemployment Benefits and Legislative Activity, by Julie M. Whittaker. For information on the most recent 
temporary federal unemployment benefit extension, see CRS Report RS22915, Temporary Extension of Unemployment 
Benefits: Emergency Unemployment Compensation (EUC08), by Julie M. Whittaker. 

2 Workers who have quit or have been fired may qualify for UC benefits after a waiting period in a few states. 
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workers’ wages. Generally, benefits are capped at a percentage of the average wage for workers in 
the state, which generally lowers the average replacement rate for all worker to less than 50% 
(47% in 2007). Weekly maximums in January 2008 ranged from $210 (Mississippi) to $600 
(Massachusetts) and, in states that provide dependent’s allowances, up to $900 (Massachusetts). 

In the third quarter of CY2008, the average weekly benefit was $292. Benefits are available for 
up to 26 weeks (30 weeks in Massachusetts). The average regular UC benefit duration in third 
quarter of CY2008 was 15.3 weeks. In FY2008, the ratio of unemployed workers who receive 
benefits to all those who are unemployed ranges from a low of 0.19 (South Dakota) to a high of 
0.68 (Idaho). In FY2008, 40% of all U.S. unemployed workers received UC benefits. 

Generally the recipiency rate of UC benefits rises during economic recessions (as workers with 
strong labor market experience are laid-off) and falls during economic expansions (as new 
entrants to the labor market begin to comprise a greater proportion of the unemployed). 3 

Generosity of Unemployment Benefits and Disincentives to Find Work 

The difficulty in monitoring job search intensity creates the risk the unemployed will abuse a 
system designed to alleviate the worst of job loss. Although there are clear disincentives to 
quickly find work in the UC system, this disincentive is balanced by a relatively low replacement 
rate of wages by UC benefits and a recognition that proper allocation of human resources and 
human capital requires adequate job search time. 4 

The job-search behavior of the unemployed can be influenced by changing the timing, generosity, 
and duration of UC benefits. Higher benefit levels and easier program requirements for benefits 
will cause recipients to be less willing to accept jobs and may alleviate some of the social stigma 
from being unemployed. 5 Thus, the availability of benefits may create a disincentive to search for 
and accept reemployment, increasing unemployment and unemployment duration. 6 



UC Benefit Exhaustion 

The limited duration of UC benefits (generally 26 weeks) will result in some unemployed 
individuals exhausting their UC benefits before finding work or voluntarily leaving the labor 
force for other activities such as retirement, disability, family care, or education. Empirical 
research suggests that workers who exhaust benefits search at similar or higher levels of intensity 
as those workers who do find employment before benefit exhaustion. 7 Most state UC programs 



3 The percent of UC beneficiaries as compared to all unemployed workers is commonly referred to as the “recipiency 
rate.” The exhaustion rate measures the proportion of all UC benefit recipients who exhaust their UC eligibility and do 
not find a job within that period. 

4 For a detailed survey of this disincentive effect, see Burtless, Gary. “Unemployment Insurance and Labor Supply: A 
Survey.” In Unemployment Insurance, W. Lee Hansen and James Byers, eds. Madison: University of Wisconsin Press. 

1 Burtless, Gary. “Unemployment Insurance and Labor Supply: A Survey.” In Unemployment Insurance, W. Lee 
Hansen and James Byers, eds. Madison: University of Wisconsin Press. 

6 See CRS Report RL321 1 1, Unemployment Compensation (UC)/ Unemployment Insurance (UI): Trends and 
Contributing Factors in UC Benefit Exhaustion, by Julie M. Whittaker. 

7 Corson, Walter and Mark Dynarski. A Study of Unemployment Insurance Recipients and Exhaustees: Findings from a 
National Survey. Unemployment Insurance Occasional Paper 90-3. U.S. Department of Labor Employment and 
(continued...) 



Congressional Research Service 



2 




http://wikileaks.org/wiki/CRS-RL34340 



Extending Unemployment Compensation Benefits During Recessions 



attempt to identify potential benefit exhaustees through a profiling system. Workers who are 
identified as likely to become unemployed long-term are offered intensive employment services. 8 

Figure 1 displays both the percent of UC beneficiaries as compared to all unemployed workers 
(the “recipiency rate”) and as the number of UC benefit exhaustees since 1979. (Please note that 
Figure 1 uses different numerical scales for the recipiency rate and for the exhaustion rate. 
Because the correspondence between the two scales was determined by page size rather than by a 
particular reason, readers should not place any significance in the two lines crossing each other. 
The scale for the recipiency rate is located on the left-hand y-axis. The scale for the UC benefit 
exhaustees is located on the right-hand y-axis.) 

The proportion of UC recipients who exhaust their benefits varies according to economic 
conditions, state benefit duration formulas, and the composition of the labor force. Some evidence 
suggests that an aging workforce may have increased the proportion of unemployed workers who 
were long-term unemployed; at the same time, this aging workforce may also have contributed to 
the decrease in the overall unemployment rate. 9 



(...continued) 

Training Administration, 1990. 

s These services may include training on job search, job counseling, and funding for educational and skill-enhancing 
courses. 

9 For details on these trends, see CRS Report RL32757, Unemployment and Older Workers, by Julie M. Whittaker. 
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